o T \\\\\\\\\\\\\\\\

2- SUBMISSI
MICROFICHE CONTROL LABEL
REGISTRANT'S NAME - (nek Ehe_rty Con /z:ﬂ’ _ |
*CURRENT ADDRESS k_gow VWut’/\y i#m,, 1 ;ﬁROCEQQ“:TJ" "
S Sude P 260 -~ ER 88 0%

ZQY*S- ,Avran ,S>Mh_;
(algary, Fberty T2P 2V7

««FORMER NAME -

- **NEW ADDRESS

~ FILE NO. 82- C%%g.% . """FISCAL’Ym” e e e

. Complm Jor {initial sabmf.mou only **  Please xote mome and ddms changes

INDICATE FORM IZ'EE TO BE Q&EQ FOR_WORKLOAD ‘EEIB‘ Y:
12G3-28 (INITIAL FILING) "AR/S (ANNUAL REPORT)
' 212G32BR (REINSTATEMENT) SUPPL (OTHER) g !
DEF 14A (PROXY)

OICF/BY W ala?

D




News release via Canada NewsWire, Calgary 403-269-7605

"’

Attention Business Editors: T oy e
Deer Creek Energy Limited Announces Financings Totaling $225 Million--*,.7 i ;.E)
and Alberta Environment Approval for SAGD Phase II .

N9, .
03 oy ' Dy
4 ~ [
/NOT FOR DISSEMINATION IN THE UNITED STATES OR TO U.S. PERSQN§/ ! [2 53
A E O
CALGARY, July 22 /CNW/ - Deer Creek Energy Limited ("Deer Creekﬁtoiiﬁheyi'gyfl;,
"Company") is pleased to announce that it has filed and obtained a receipt for e

a final prospectus with the securities regulatory authorities in each of the
provinces of Canada with respect to its initial public offering ("IPO") of
16,900,000 common shares at a price of $9.50 per common share, for total
proceeds of $160,550,000 (the "Offered Shares"). The closing of the offering
and the listing of the common shares of Deer Creek on the Toronto Stock
Exchange under the trading symbol "DCE" is expected to occur on or about July

The syndicate of underwriters was co-led by Peters & Co. Limited and RBC

Capital Markets and included Merrill Lynch Canada Inc., CIBC World Markets
Scotia Capital Inc., Canaccord Capital Corporation, First Associates
Investments Inc., FirstEnergy Capital Corp., Raymond James Ltd. and Salman
Partners Inc.

In connection with the IPO, Deer Creek has granted to the underwriters an

over-allotment option, exercisable in whole or in part, for a period of 30

days from the closing of the IPO, to purchase up to 10% of the number of
Offered Shares at the offering price, to cover over-allotments, if any, and

for market stabilization purposes. If the over-allotment option is exercised
in full, additional gross proceeds of $16,055,000 will be realized by the

Deer Creek is also pleased to announce that it has executed a commitment

agreement for a $65,000,000 credit facility with two Canadian chartered banks.
The credit facility will be available to the Company to assist in funding Deer
Creek's share of the capital costs of phase two of the steam assisted gravity
drainage ("SAGD Phase II") development of its Joslyn Project.

The Company also announces that it has received Alberta Environment

approval for the applications it made under the Environmental Protection and
Enhancement Act and the Water Act in respect of the SAGD Phase II expansion.
In May 2004, Deer Creek received approval from the Alberta Energy and
Utilities Board for SAGD Phase II. SAGD Phase II, which will be funded by the
net proceeds of the IPO and the credit facility, is designed to expand the
production level of the Joslyn Project by 10,000 barrels of bitumen per day.

Deer Creek's operational plans for SAGD Phase II are firmly on track.

The securities offered have not been and will not be registered under the

United States Securities Act of 1933, as amended (the "1933 Act"), and may not
be offered or sold within the United States or to, or for the account or
benefit of, U.S. persons except in certain transactions exempt from the

statements".
looking statements involve known and unknown risks, uncertainties and other
factors which may cause actual results or events to differ materially from
those anticipated in any forward-looking statements. Deer Creek believes the
expectations reflected in those forward-looking statements are reasonable;

registration requirement of the 1933 Act.

Deer Creek is a Calgary-based, o0il sands company engaged in the

development of its Athabasca oil sands deposits through SAGD and mining
extraction methods. The Company plans to develop the Joslyn Project by way of
three phases of SAGD recovery and four phases of oil sands mining recovery,
which is designed to produce more than 200,000 barrels of bitumen per day for
more than 30 years. Deer Creek has an 84% working interest in and is operator
of the Joslyn Project.

Certain statements contained in this document are "forward-looking
The projections, estimates and beliefs contained in such forward-




however Deer Creek cannot provide any assurance that these expectations will
prove to be correct.

. $SEDAR: 00010187E
/For further information: Deer Creek Energy Limited: Mr. Glen C. Schmidt,
President & CEO, (403) 264-3777, (403) 264-3700 (fax), E-mail:
glen.schmidt (at) deercreekenergy.com, Website: www.deercreekenergy.com; OR Deer
Creek Energy Limited, Mr. John §. Kowal, VP Finance & CFO, (403) 264-3777,
(403) 264-3700 (fax), E-mail: john.kowal (at)deercreekenergy.com, Website:
www .deercreekenergy.com/

CO: Deer Creek Energy Limited

CNW 08:0le 22-JUL-04




News release via Canada NewsWire, Calgary 403-269-7605
Attention Business Editors:
Deer Creek Energy Limited Announces the Completion of a $65,000,000
Committed Credit Facility.

/NOT FOR DISSEMINATION IN THE UNITED STATES OR TO U.S. PERSONS/

CALGARY, July 23 /CNW/ - Deer Creek Energy Limited ("Deer Creek" or the b&f‘;,'
"Company"”) is pleased to announce that it has executed a credit agreement and ' A 7
all other loan and security documentation related to the previously announced M
$65,000,000 committed credit facility with two Canadian chartered banks. )
The credit facility will be available to the Company to assist in funding
Deer Creek's share of the capital costs of phase two of the steam assisted
gravity drainage development of its Joslyn Project.
"Securing the credit facility with two Canadian chartered banks is an
important endorsement of our project" said John Kowal, Deer Creek's Vice
President, Finance & Chief Financial Officer. "This facility is a key
component of the financing required to implement the commercial development of
the Joslyn Project."”
Deer Creek is a Calgary-based, oil sands company engaged in the
development of its Athabasca oil sands deposits through SAGD and mining
extraction methods. The Company plans to develop the Joslyn Project by way of
three phases of SAGD recovery and four phases of oil sands mining recovery,
which is designed to produce more than 200,000 barrels of bitumen per day for
more than 30 years. Deer Creek has an 84% working interest in and is operator
of the Joslyn Project.

Certain statements contained in this document are "forward-looking
statements". The projections, estimates and beliefs contained in such
forward-looking statements involve known and unknown risks, uncertainties and
other factors which may cause actual results or events to differ materially
. from those anticipated in any forward-looking statements. Deer Creek believes
the expectations reflected in those forward-looking statements are reasonable;
however Deer Creek cannot provide any assurance that these expectations will
prove to be correct.

$SEDAR: 00010187E

/For further information: please contact: Deer Creek Energy Limited,
Mr. Glen C. Schmidt, President & CEQO or Mr. John §. Kowal, VP Finance & CFO,
at (403) 264-3777, (403) 264-3700 (fax), E-mail:
deercrk (at) deercreekenergy.com, Website: www.deercreekenergy.com/

CO: Deer Creek Energy Limited

CNW 08:00e 23-JUL-04




News release via Canada NewsWire, Calgary 403-269-7605

Attention Business Editors:

S
Deer Creek Energy Limited (TSX:DCE) Announces Completion Of $160 Million . Qj¢l\
Initial Public Offering and Commences Trading on the Toronto Stock e T
Exchange

/NOT FOR DISSEMINATION IN THE UNITED STATES OR TO U.S. PERSONS/

the closing of its initial public offering (the "IPO") of 16.9 million common
shares at a price of $9.50 per share, for gross proceeds of $160.6 million.
The common shares will commence trading on the Toronto Stock Exchange at the
opening of the market today under the symbol "DCE".

The net proceeds of the IPO, together with the previously-announced
committed credit facility of $65 million, will fully fund Deer Creek's share
of the capital costs for phase two of the steam assisted gravity drainage
("SAGD") development, a 10,000 barrels of bitumen per day expansion of the
Joslyn Project. The net proceeds will also be used to advance the engineering,
regulatory application and approval stages of SAGD Phase III, a 30,000 barrels
of bitumen per day expansion and the first 100,000 barrels of bitumen per day
mining development through 2006.

Mr. Glen Schmidt, President and CEQ of Deer Creek, commented, "We are
very excited about the opportunity this capital provides to execute our
development plans and commence commercial operations. These financings support
the next stage in Deer Creek's evolution as we launch as a public company and
progress on our goal of becoming a significant oil sands producer."

Peters & Co. Limited and RBC Capital Markets co-led a syndicate of
underwriters including Merrill Lynch Canada Inc., CIBC World Markets Inc.,
Scotia Capital Inc., Canaccord Capital Corporation, First Associates
Investments Inc., FirstEnergy Capital Corp., Raymond James Ltd. and Salman

Partners Inc. in connection with the IPO.
Deer Creek is a Calgary-based oil sands company engaged in the

development of its Athabasca oil sands deposits through SAGD and mining
extraction methods. The Company plans to develop the Joslyn Project by way of
three phases of SAGD recovery and four phases of oil sands mining recovery,
which is designed to produce more than 200,000 barrels of bitumen per day for
more than 30 years. Deer Creek has an 84% working interest in, and is operator
of, the Joslyn Project.

After giving effect to the IPO, the Company has 46,798,458 common shares
outstanding. In addition, the Company has granted the underwriters of the IPO
the right to purchase, on or before August 28, 2004, up to 1,690,000 common
shares at the IPO issue price of $9.50 per share.

This news release shall not constitute an offer to sell or the
solicitation of an offer to buy the offered shares in any Jjurisdiction. Such
offered shares have not been and will not be registered under the United
States Securities Act of 1933, as amended, and subject to certain exemptions,
may not be offered or sold in the United States or to U.S. persons.

Certain statements contained in this document are "forward-looking
statements”. The projections, estimates and beliefs contained in such forward-
looking statements involve known and unknown risks, uncertainties and other
factors which may cause actual results or events to differ materially from
those anticipated in any forward-looking statements. Deer Creek believes the
expectations reflected in those forward-looking statements are reasonable;
however Deer Creek cannot provide any assurance that these expectations will
prove to be correct.

$SEDAR: 00010187E

/Por further information: please contact: Deer Creek Energy Limited,
Mr. Glen C. Schmidt, President & CEO or Mr. John S. Kowal, VP Finance & CFO at




(403) 264-3777, (403) 264-3700 (fax) E-mail:

Website: www.deercreekenergy.com/
(DCE.)

‘O: Deer Creek Energy Limited

CNW 0B8:50e 29-JUL-04

deercrk (at) deercreekenergy.com




News release via Canada NewsWire, Calgary 403-269-7605

Attention Business/Financial Editors:

Deer Creek Energy Limited - Second Quarter 2004 Results Conference Call

CALGARY, Aug. 10 /CNW/ - Deer Creek Energy Limited ("Deer Creek")

released its second quarter 2004 results today before the markets opened on

August 10, 2004. A conference call has been scheduled for 2:30PM MST (4:30PM

EST) on Thursday, August 12, 2004. To participate in the conference call,
dial in number is 1-800-796-7558 or 1-416-640~4127.

21090816 followed by the pound key.

Deer Creek is a Calgary-based oil sands company engaged in the
development of its Athabasca o0il sands deposits through SAGD and mining

extraction methods. The Company plans to develop the Joslyn Project by way of
three phases of SAGD recovery and four phases of o0il sands mining recovery,
which is designed to produce more than 200,000 barrels of bitumen per day for
more than 30 years. Deer Creek has an 84% working interest in and is operator
of the Joslyn Project.

Trading Symbol - TSX: DCE
$SEDAR: 00010187E

/For further information: please contact: Deer Creek Energy Limited, Mr.

Glen C. Schmidt, President & CEO or Mr. John $. Kowal, VP Finance & CFO,

at «.
(DCE.)

.CO: Deer Creek Energy Limited

CNW 16:13e 10-AUG-04

(403) 264-3777, (403) 264-3700 (fax), E-mail: deercrk(at)deercreekenergy.com,;
Website: www.deercreekenergy.com/ 13

the
An archived recording of the conference call will be available until
August 19, 2004 by dialing 1-877-289-8525 or 1-416-640-1917 and entering
passcode :
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News release via Canada NewsWire, Calgary 403-269-7605

Attention Business/Financial Editors:

Deer Creek Announces Second Quarter 2004 Financial and ‘ifzggf?npg,,

Operating Results . m ~L:i?
fﬂ?ff A,

CALGARY, Aug. 10 /CNW/ - Deer Creek Energy Limited (TSX:DCETVanﬁdhnéEHET: '

today its financial and operating results for the quarter ended JﬁﬁacBD”;29Q5: tl

[ .

Continued progress on the Joslyn Project positioned Deex Créékﬁs¥ﬂk.'
successful initial public offering

This is Deer Creek's first quarterly report as a public company following
the closing of its initial public offering ("IPO") on July 29, 2004 and
listing on the Toronto Stock Exchange ("TSX").

Quarterly Highlights
- Start up of SAGD Phase I facility and steaming of initial well pair
- Completed design base memorandum for SAGD Phase II
- Received AEUB approval of SAGD Phase II
- Expanded thermal and mining teams
- Filed public disclosure documents and terms of reference for SAGD
Phase III and first two mine phases
- Subsequent to the second quarter, Deer Creek:
- Completed a $160.6 million IPO and began trading on the TSX
- Secured a $65.0 million committed credit facility
- Received Alberta Environment approval for SAGD Phase II

Deer Creek's operational plans for 2004 are firmly on track and are
supported by the successful closing of its IPO.

Steaming of the SAGD Phase I well pair began in April, 2004 and
circulation performance is as expected. Deer Creek anticipates change over
from steam circulation mode to production mode to occur during the third
quarter. Production response from the well is forecasted to ramp up over the
next 12 months and reach its peak rate of approximately 600 barrels of bitumen
per day by mid 2005.

Early in the quarter, the Company completed a design base memorandum on
the facility, gathering and steam injection system plus the well pad surface
equipment for SAGD Phase II. The gross cost estimate, including wells and well
pads and contingencies is projected to be approximately $171 million.

In May 2004, Deer Creek received approval from the Alberta Energy and
Utilities Board for the 10,000 barrels of bitumen per day SAGD Phase II
expansion. This is a significant milestone for Deer Creek. The approval is a
result of a comprehensive process including environmental assessment, detailed
technical design, regulatory review and stakeholder consultation.

Subsequently, Deer Creek's board of directors and its joint venture partner,
EnerMark Inc., a wholly owned subsidiary of Enerplus Resources Fund, approved
going forward with the commercial development.

During the quarter, work continued on advancing future phases of the
Joslyn Project. The Company submitted a public disclosure document, which
marks the first step in the regulatory process, for the 30,000 barrels of
bitumen per day SAGD Phase III expansion and the first 100,000 barrels of
bitumen per day mining development. Deer Creek plans to submit an application
for regulatory approval of the SAGD Phase III project in early 2005 and the
first two mine phases in late 2005 or early 2006. To support the applications,
an environmental impact assessment report will be prepared together with the
conceptual engineering design, business analysis and socio-economic
assessment. A companion document containing the proposed terms of reference
for the environmental impact assessment report required for the SAGD Phase III

‘and the mining developments has also been prepared to initiate the regulatory
process.



Deer Creek also expanded its management team with three additions to its
mining and thermal areas during the second quarter. These additions will
greatly assist the Company as it expands operations and implements its plan of
developing a world class growth opportunity in the Athabasca oil sands.
urrent staffing consists of 23 employees in the Calgary Office and a total of
12 employees and contract operators located in Fort McMurray.

In June, Deer Creek commenced activities for the IPO of its common
shares. Subsequent to the quarter end, the Company successfully completed
these financing activities raising gross proceeds of $225.6 million through a
$65.0 million committed credit facility from two Canadian chartered banks and
a $160.6 million IPO.

These financings signify the beginning of the next stage in Deer Creek's
evolution and fully fund the Company's initial commercial operations.

2004 Outlook

- Change over SAGD Phase I well pair to production mode

- Advance engineering and initiate procurement of major equipment for
SAGD Phase II

- Award construction contracts and commence site construction of SAGD
Phase II

- Complete licensing applications for the 2005 winter core-hole program
of approximately 200 wells

Success from implementing Deer Creek's phased approach reinforces our
strategy .of a step wise development. The positive engineering construction and
start up results from the initial SAGD Phase I facility and well pair,
position the Company favourably to execute its development plans for SAGD
Phase II.

Subsequent to quarter end, the Company announced that it has received
Alberta Environment approval for SAGD Phase II. With regqulatory approvals and
financing in hand, Deer Creek will continue to complete the engineering for
SAGD Phase II with major equipment tenders expected to be awarded in the third
quarter of 2004. By the end of September, engineering will exceed 60 percent
on the facility. Costs will be firm, supported by completed equipment orders
on the steam generation, water treatment, o0il treating and other key
components. Site construction is expected to begin in the last quarter of 2004
following the awarding of construction contracts. Deer Creek's detailed
development plan for SAGD Phase II is on schedule with a target date to
commence steam injection of mid 2006.

Geological modeling of Deer Creek's extensive 2004 winter drilling
program will continue in the second half of 2004. Deer Creek expects to
participate in over 200 delineation wells in the first quarter of 2005 to
enhance the Company's project design data.

Deer Creek's one step at a time strategy matches its unique opportunity
to establish commercial SAGD production as a platform from which to develop
the mining phases of the Joslyn Project.

Management's Discussion and Analysis

The Management's Discussion and Analysis for Deer Creek Energy Limited
("Deer Creek" or the "Company") should be read in conjunction with the
accompanying unaudited interim consolidated financial statements and
accompanying notes for the six months ended June 30, 2004 and the audited
consolidated financial statements and the Management's Discussion and Analysis
contained in the Company's annual report for the year ended December 31, 2003.
Additional information relating to Deer Creek is available on the SEDAR
website at www.sedar.com. This Management's Discussion and Analysis is dated

August 9, 2004.
The following information offers Management's analysis of the financial




and operating results of the Company and may contain forward-loocking
statements that are based on estimates and assumptions that are subject to

uncertainties. Actual results or events may vary materially from those
nticipated.

Results of Operations
Joslyn Project (oil sands lease 24 and permit 70)

Following the successful completion of the SAGD Phase I facility, on
schedule and under budget, steam injection and circulation of the SAGD Phase I
well pair began in early April and continued throughout the second quarter of
2004. Production is anticipated to commence in the third quarter of 2004.
During this pre-commercial phase of the initial SAGD development, all net
revenue and operating costs will be capitalized.

During the quarter ended June 30, 2004, the Company received approval
from the Alberta Energy and Utilities Board for SAGD Phase II, a 10,000
barrels of bitumen per day expansion. Deer Creek also made advancements in the
regulatory process for SAGD Phase III and the first two phases of the mining
development by submitting a public disclosure document in June 2004.

Net Additions to Property, Plant and Equipment

Core-hole drilling, development and construction activities have been
conducted under a joint venture agreement with EnerMark Inc. ("EnerMark").

<<
Three Months Six Months
Ended June 30 Ended June 30
($ thousands) 2004 2003 2004 2003
Joslyn Project, net
Project delineation 256 663 8,312 5,484
SAGD Phase I 274 (214) 10,144 1,924
SAGD Phase II and III 1,331 434 3,232 1,148
Mining 44 8 102 14
Other 430 135 416 263
Asset retirement obligations 15 - 610 -
Capitalized general and
administration 506 205 984 360
Project costs 2,856 1,231 23,800 9,193
Office equipment 124 9 276 17
Net additions to property,
plant and equipment 2,980 1,240 24,076 9,210

For the three months ended June 30, 2004, net capital expenditures
(excluding non-cash items such as asset retirement obligations and capitalized
stock-based compensation) were primarily incurred for the regulatory and
engineering costs related to SAGD Phase II of the Joslyn Project. During the
second quarter of 2004, the Company completed a design base memorandum on the
SAGD Phase II facility, gathering and steam injection system and the surface
equipment.

During the six months ended June 30, 2004, the Company has incurred
capital expenditures primarily for the construction of the SAGD Phase I
facility, gathering and steam injection system and for the 2004 winter
drilling and seismic program.

Net capital expenditures, are expected to be approximately $21.0 million,



for the remainder of 2004 are focused on the evaluation and analysis of the
mine opportunity, identifying synergies between mining and SAGD, and
regulatory and engineering costs for the next phases of development. The
Company anticipates that its future development costs of the Joslyn Project

ill be financed through a combination of internally generated cash flow,
equity financings and debt.

Financial Results

Three Months Six Months

Ended June 30 Ended June 30

($ thousands) 2004 2003 2004 2003

Interest income and other revenue 158 242 418 495
General and administrative

expenses, net 576 291 1,186 546

Net income (loss) (450) (77) (824) {105)

Interest Income and Other Revenue

Interest income and other revenue is primarily interest earned on cash
invested in bankers' acceptances and money market instruments held during the
periocds. Interest income and other revenue is lower for the three and six
month periods ended June 30, 2004 when compared to the same periods of 2003
due to lower average investment balances and lower interest rates realized in
the second quarter of 2004. The decrease in the average investment balances is
a result of the increased capital expenditures incurred during the first six
months of 2004 when compared to the first six months of 2003.

It is expected that interest income and other revenue will increase in
the last six months of 2004 due to higher investment balances resulting from
the proceeds of Deer Creek's initial public offering which closed in late
July 2004.

General and Administrative Expenses

Net general and administrative expenses increased $0.3 million for the
three months ended June 30, 2004 compared to the three months ended June 30,
2003 and $0.6 million for the first six months of 2004 compared to the first
six months of 2003. These increases were primarily due to an increase in the
number of employees and the recording of stock-based compensation for 2003 and
2004 stock option awards. Deer Creek's general and administrative expenses are
expected to increase as the Joslyn Project advances.

Three Months Six Months

Ended June 30 Ended June 30
($ thousands) 2004 2003 2004 2003
General and administrative
expenses, gross 1,069 493 2,023 887
Joint venture recoveries (180) (84) (319) (139)

889 409 1,704 748
Stock option compensation costs 193 87 466 158
Capitalized costs (506) (205) (984) (360)

. General and administrative




expenses, net 576 291 1,186 546

‘ The increase in gross general and administrative expenses was due to a
higher level of activity related to the progression of the Company which
resulted in higher employee, consulting and computer services costs. During
the first six months of 2004, six employees have joined Deer Creek in planned
positions.

For 2004, the gross general and administrative expenses are expected to

be approximately $4.2 million. A portion of these expenditures will be offset
by EnerMark's 16 percent share pursuant to the joint venture agreement and a
portion will be capitalized. Stock option compensation costs are expected to
be approximately $0.7 million for 2004.

Net Income (Loss)

The net loss increased by $0.4 million and $0.7 million for the three and
six months ended June 30, 2004, respectively, when compared to the same
periods of 2003. The increases were due to increased general and
administrative expenses associated with the advancing development of the
Joslyn Project and a decrease in interest income earned on investments.
Losses are expected to continue during 2004 as the Joslyn Project will
remain in the pre-commercial phase. All net revenue and operating costs
associated with SAGD Phase I of the Joslyn Project will be capitalized and
amortized over the expected life of the associated reserves.

Income Taxes

Large Corporations Tax decreased to $26,000 in the first six months of
2004 from $44,000 for the same period in 2003 due to the decrease in the
statutory rate and the increase in the allowable capital deduction. The
Company's Large Corporations Tax is expected to increase from the issuance of
capital through the initial public offering.

Quarterly Information

($ thousands,

except per

share

amounts) Q2 04 Q1 04 Q4 03 Q3 03 Q2 03 Q1 03 Q4 02 Q3 02

Net

additions

to

property,

plant

and

equipment 2,980 21,096 5,988 4,638 1,240 7,970 1,833 (14,395)
Interest

and

other

revenue 158 260 235 240 242 253 217 (672)
Net loss (450) (374) {(166) {45) (77) {28) (45) (2,408)
Net loss

per share

(basic

and

diluted)
. (1) {(0.02) (0.01) - - - - (0.01) (0.14)




{({l) restated for the consolidation of common shares on a five to one basis

. Capital expenditures have occurred primarily in the first and fourth
quarters when the Company had planned core-hole drilling and SAGD Phase I
construction. Drilling activity for the purpose of delineating the lease
occurs during the winter season with analysis of the data occurring during the
following six months. In the third quarter of 2002, the Company sold its
16 percent working interest in the Joslyn Project to EnerMark.

Net loss increased in the first quarter of 2004 and the fourth quarter of
2003 as a result of recording performance related expenses. In the fourth
quarter of 2003, the Company prospectively adopted the recommendations of the
Canadian Institute of Chartered Accountants for stock-based compensation
effective January 1, 2003. Net loss for prior quarters was restated for the
adoption of this recommendation. In the third quarter of 2002, the Company
expensed $1.3 million for the set-off of the convertible debenture.

Liquidity

Working Capital

Working capital surplus decreased $6.9 million during the first six
months of 2004. This decrease is primarily due to capital expenditures for the
development of the Joslyn Project partially offset by net proceeds from the

January 28, 2004 common share issuance.

($ thousands)

Working capital, December 31, 2003 30,522
Capital expenditures (23,225)
Share issuance proceeds, net of costs 16,647
Funds used in operations (372)
Abandonment deposits (151)
Other 174
Working capital, June 30, 2004 23,595

The working capital surplus at June 30, 2004 is sufficient to fund the
2004 expected remaining capital expenditures, general and administrative
expenses and pre-commercial operating costs from SAGD Phase I.

Working capital will significantly increase in the third quarter of 2004
with the proceeds from Deer Creek's initial public offering. It is anticipated
that the proceeds will be invested in short term money market securities.

Capital Resources
Equity Financing

On January 28, 2004, the Company closed a private placement of 2,020,000
common shares at a price of $8.75 per common share for total gross proceeds of
$17.7 million. Proceeds from this share issuance are intended for future
development of the Joslyn Project.

On July 29, 2004, the Company closed its initial public offering for
16,900,000 common shares at $9.50 per common share. The estimated proceeds of
$152.5 million, net of commissions, are to be used to complete SAGD Phase II,
as well as certain additional work necessary to advance the development of

‘future phases of the Joslyn Project.




Credit Facility

On March 25, 2004, Deer Creek entered into a $6.0 million 364-day
evolving committed credit facility with a Canadian chartered bank. This
acility is intended for project development purposes. The Company has not

drawn any funds under this facility.

On July 22, 2004, the Company cancelled the $6.0 million revolving
committed credit facility and entered into an agreement with two Canadian
chartered banks for a committed credit facility of $65.0 million. The new
credit facility will assist in funding SAGD Phase II and provide incremental
working capital to the Company to support the regulatory, engineering design
and environmental work related to additional expansions of the Joslyn Project

and other related expenses.

Commitments

The Company did not enter into any additional material commitments from

that set forth in Note 5 of the accompanying notes to the unaudited
consolidated financial statements.

Outstanding Share Data
At July 31, 2004, share capital consists of the following:
(thousands)

Issued and outstanding

Common shares 46,798
Stock options 2,349
Performance share units (formerly stock rights) 171
Fully diluted number of shares 49,318

The Board of Directors approved amendments to each of the Stock Option

Plan and Performance Share Unit Plan (formerly the Stock Rights Plan) on
April 21, 2004 with shareholder approval received at the annual and special
meeting of shareholders held on May 20, 2004. The amendments specify the
maximum number of common shares issuable pursuant to such plans, adopted a
revised definition of Change of Control, consistent with other Canadian
issuers and limited the term of exercise of performance share units to seven
years.

At the annual and special meeting of shareholders held on May 20,
the shareholders approved a resolution to consolidate the issued and
outstanding common shares on a five to one basis, effective June 1, 2004. The
shareholders also approved, pursuant to section 36 of the Business
Corporations Act (Alberta), to reduce the stated capital account for the
common shares in the amount of $18.2 million.

Changes in Accounting Standards
Asset Retirement Obligations

Effective January 1, 2004, the Company adopted, retroactively with
restatement, the new recommendation of the Canadian Institute of Chartered
Accountants with respect to asset retirement obligations. The recommendation
requires the recognition of all legal obligations associated with the
retirement of an asset. A liability for an asset retirement obligation is to
be recognized at its fair value in the period in which it is incurred with a
corresponding asset retirement cost added to the carrying value which is then




amortized into income. Deer Creek recorded a liability of $0.6 million for

future asset retirement obligations. There were no adjustments required to

prior periods as substantially all the assets to which an asset retirement
.bligation exists were completed during the first quarter of 2004.

Risk Management and Success Factors

Reference is made to the "Risk Management and Success Factors” section of
Management's Discussion and Analysis in Deer Creek's 2003 Annual Report. The
nature of the Company's risk exposure and methods of managing risk remain
substantially unchanged since December 31, 2003.

Outlook

Initial production from SAGD Phase I is expected during the third quarter
of 2004 with production levels reaching 600 barrels per day over the
subsequent 12 months.

During the remainder of 2004, the Company plans to finalize the
engineering for SAGD Phase II and begin the process of procuring major
equipment tenders. Construction contracts will also be awarded and site work
will begin late in 2004.

Consolidated Balance Sheets

(Unaudited)
June 30 December 31
(thousands of dollars) 2004 2003
Assets
Current assets
Cash and cash equivalents $ 24,838 $ 35,132
Accounts receivable 1,946 1,828
Prepaid expenses and deposits 233 114
27,017 37,074
Abandonment deposits 578 426
Property, plant and equipment 52,416 28,370

Liabilities and Shareholders' Equity
Current liabilities

Accounts payable and accrued liabilities $§ 3,422 $ 6,552
Future income tax liability 2,958 3,314
Asset retirement obligations (note 2) 610 -

6,990 9,866

Shareholders' equity

Share capital (note 3) 60,452 61,677
. Contributed surplus 26,948 7,882




Deficit (14,379) (13,555)

$ 80,011 $ 65,870

Contingencies and Commitments (note 5)

See accompanying notes to the consolidated financial statements

Consolidated Statements of Income and Deficit

(Unaudited)
Three months Six months
(thousands of dollars ended June 30 ended June 30
except per share amounts) 2004 2003 2004 2003
(restated (restated
- Note 1) - Note 1)
Revenue
Interest and other $ 158 $ 242 $ 418 § 495
Expenses
General and administrative 576 291 1,186 546
Amortization 18 6 30 10
594 297 1,216 556
Income (loss) before
Large Corporations Tax (436) {55) (798) (61)
Large Corporations Tax : 14 22 26 44
Net income (loss) (450) (77) (824) {105)
Deficit, beginning of period (13,929) (13,267) (13,555) (13,239)
Deficit, end of period $(14,379) $(13,344) $(14,379) $(13,344)
Net income (loss)
per common share (note 3)
Basic and diluted $ (0.02) $ - § (0.03) 8 -

See accompanying notes to the consolidated financial statements

Consolidated Statements of Cash Flows




(Unaudited)
Three months
ended June 30
(thousands of dollars) 2004 2003

(restated
- Note 1)

Six months
ended June 30
2004 2003

(restated
- Note 1)

Operating activities
Net income (loss) $ (450) § (77) § (824) § (105)
Add (deduct) items not
affecting cash:
Stock-based compensation 105 94 422 176
Amortization 18 6 30 10

Funds provided by (used in)

operations (327) 23 (372) 81

Changes in non-cash working
capital (66) (67) 102 (104)
(393) (44) (270) (23)

Investing activities
Acquisition of property,

plant and equipment (2,856) (1,175) (23,225) (9,119)
Abandonment deposit (148) (218) (151) (218)
Changes in non-cash working

capital (11,073) (1,829) (3,145) 665

Financing activities
Share issues, net of share

issuance costs - - 16,647 -
Changes in non-cash working
capital {150) - (150) (94)
(150) - 16,497 (94)
Increase (decrease) in cash and
cash equivalents (14,620) (3,266) (10,294) (8,789)
Cash and cash equivalents,
beginning of period 39,458 35,698 35,132 41,221

Cash and cash equivalents,
end of period $ 24,838 $ 32,432 $ 24,838 § 32,432

Cash and cash equivalents
is comprised of:

Deposits with banks and others $ 59 § 1,437 $ 59 § 1,437
Money market funds and bankers'
acceptances 24,779 30,995 24,779 30,995




See accompanying notes to the consolidated financial statements

Notes to the Consolidated Financial Statements - June 30, 2004

(Unaudited)
(tabular amounts in thousands of dollars except per share amounts and
otherwise noted)

1. Summary of Significant Accounting Policies

The interim consolidated financial statements of Deer Creek Energy
Limited ("Deer Creek" or "the Company") are prepared in accordance with
Canadian generally accepted accounting principles. Management makes
estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the
date of the consolidated financial statements, and revenue and expenses
during the reporting period. Actual results may differ from those
estimates.

The accounting policies applied are consistent with those outlined in the
Company's annual consolidated financial statements for the fiscal year
ended December 31, 2003. These consolidated financial statements for the
six months ended June 30, 2004 do not include all discl